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the election and will allow revocation 
(where revocation is not barred by the 
limitations on credit or refund inspec-
tion 6511 of the Code) in the event of a 
determination by the Commissioner of 
Internal Revenue or his delegate that 
such permanent regulations contain 
provisions that may not reasonably 
have been anticipated by taxpayers at 
the time of making such election. 

(ii) An election properly made under 
section 804(e)(2) of the Act, to have sec-
tions 48(k) and 47 (a)(7) of the Code 
apply to films and tapes which are 
property described in section 50(a) of 
the Code and which were placed in 
service in taxable years beginning be-
fore January 1, 1975, shall automati-
cally revoke any election under section 
804(c)(2) of the Act with respect to such 
films and tapes. Such revocation does 
not require the consent of the Commis-
sioner of Internal Revenue or his dele-
gate. 

(2) Revocation by Commissioner. The 
Commissioner of Internal Revenue or 
his delegate shall revoke an election 
made under section 804(c)(2) of the Act 
if a taxpayer fails to make all reason-
able efforts necessary to join in or in-
tervene, in a judicial proceeding for de-
termination of the person entitled to, 
and the amount of, the investment 
credit allowable with respect to any 
film or tape covered by the election 
after receiving notice from the Com-
missioner or his delegate which indi-
cates that a conflicting claim to the in-
vestment credit for such film or tape is 
being asserted in court by another per-
son. 

(d) Furnishing of supplementary infor-
mation required. If these regulations are 
revised to require the furnishing of in-
formation in addition to that which 
was furnished with the amended re-
turns and statement of election filed 
pursuant to paragraph (b) (2) and (3) of 
this section, the taxpayer must furnish 
such additional information in a state-
ment addressed to the district director 
with whom the amended return and 
statement of election were filed. 

((68A Stat. 917; 26 U.S.C. 7804); sec. 804(c)(2) 
(C) and (D) of the Tax Reform Act of 1976 (90 
Stat. 1595)) 

[T.D. 7474, 42 FR 17123, Mar. 31, 1977; T.D. 
7480, 42 FR 19479, Apr. 14, 1977] 

§ 7.48–3 Election to apply the amend-
ments made by sections 804 (a) and 
(b) of the Tax Reform Act of 1976 to 
property described in section 50(a) 
of the Code. 

(a) General rule. Under section 
804(e)(2) of the Tax Reform Act of 1976 
(90 Stat. 1596), taxpayers may elect to 
apply the amendments made by section 
804 (a) and (b) of the Act to movie and 
television films that are property de-
scribed in section 50(a) of the Code and 
that were placed in service in taxable 
years beginning before January 1, 1975. 

(b) Time for and manner of making elec-
tion—(1) Time for making election. The 
election under section 804(e)(2) the Act 
must be made not later than October 4, 
1977. 

(2) Manner of making election. The 
election under section 804(e)(2) shall be 
made by applying the same rules appli-
cable under section 804(c)(2) as de-
scribed in § 7.48–2(b) (2), (3), and (4) ex-
cept that § 7.48–2(b)(2)(ii) shall be read 
to require a statement that the tax-
payer is making an election under sec-
tion 804(e)(2) of the Act, and § 7.48– 
2(b)(2)(vi) shall not apply. An election 
properly made under section 804(e)(2) of 
the Act may not be revoked after Octo-
ber 4, 1977. 

(Sec. 804(e)(2), Tax Reform Act of 1976 (90 
Stat. 1596)) 

[T.D. 7509, 42 FR 47828, Sept. 22, 1977] 

§ 7.57(d)–1 Election with respect to 
straight line recovery of intangi-
bles. 

(a) Purpose. This section prescribes 
rules for making the election per-
mitted under section 57(d)(2), as added 
by the Tax Reform Act of 1976. Under 
this election taxpayers may use cost 
depletion to compute straight line re-
covery of intangibles. 

(b) Election. The election under sec-
tion 57(d) is subject to the following 
rules: 

(1) The election is made within the 
time prescribed by law (including ex-
tensions thereof) for filing the return 
for the taxable year in which the intan-
gible drilling costs are paid or incurred 
or, if later, by July 25, 1978. 

(2) The election is made separately 
for each well. Thus, a taxpayer may 
make the election for only some of his 
or her wells. 
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(3) The election is made by using, for 
the well or wells to which the election 
applies, cost depletion to compute 
straight line recovery of intangibles for 
purposes of determining the amount of 
the preference under section 57(a)(11). 

(4) The election may be made wheth-
er or not the taxpayer uses cost deple-
tion in computing taxable income. 

(5) The election is made by a partner-
ship rather than by each partner. 

(c) Computation of cost depletion. For 
purposes of computing straight line re-
covery of intangibles through cost de-
pletion, both depletable and depre-
ciable intangible drilling and develop-
ment costs for the taxable year are 
taken into account. They are treated 
as if capitalized, added to basis, and re-
covered under § 1.611–2(a). Costs paid or 
incurred in other taxable years are not 
taken into account. 

(Secs. 57(d) and 7805 of the Internal Revenue 
Code of 1954 (90 Stat. 1551; 68A Stat. 917; 26 
U.S.C. 57(d), 7805)) 

[T.D. 7541, 43 FR 17816, Apr. 26, 1978; 43 FR 
18993, May 3, 1978] 

§ 7.105–1 Questions and answers relat-
ing to exclusions of certain dis-
ability income payments. 

The following questions and answers 
relate to the exclusion of certain dis-
ability income payments under section 
105(d) of the Internal Revenue Code of 
1954, as amended by sections 505 (a) and 
(c) of the Tax Reform Act of 1976 (90 
Stat. 1566): 

Q–1: What effect on the sick pay exclusion 
does the new law have? 

A–1: The ‘‘sick pay’’ provisions of prior law 
(which allowed a limited exclusion from 
gross income of sick pay received before 
mandatory retirement age by active employ-
ees temporarily absent from work because of 
sickness or injury, as well as by disability 
retirees) have been replaced by provisions of 
the new law (which provide for a limited ex-
clusion of disability payments but restrict 
its application to individuals retired on dis-
ability who meet certain requirements as to 
permanent and total disability, age, etc.) (Q– 
4). As a result of the more restrictive provi-
sions of the new law, many taxpayers who 
qualified for the exclusion in previous tax-
able years will not be eligible to claim the 
disability payments exclusion beginning 
with the effective date of the new law. 

Q–2: What is the effective date of the new law 
relating to disability exclusion? 

A–2: The disability income exclusion and 
related annuity provisions of the Tax Reform 
Act of 1976 are effective for taxable years be-
ginning on or after January 1, 1977. In addi-
tion, the Tax Reduction and Simplification 
Act of 1977 allows certain taxpayers to begin 
excluding pension or annuity costs in tax-
able years beginning in 1976. In the case of a 
retiree who uses the cash receipts and dis-
bursements method of accounting, the new 
law applies to payments received on or after 
the effective date even if the payment is for 
a period before the effective date. Thus, a 
payment for December 1976 that is received 
in January 1977 by a calendar-year, cash- 
basis taxpayer is controlled by the new law. 

Q–3: What are disability payments? 
A–3: In general, disability payments are 

amounts constituting wages or payments in 
lieu of wages made under provisions of a plan 
providing for the payment of such amounts 
to an employee for a period during which the 
employee is absent from work on account of 
permanent and total disability. Amounts 
paid to such an employee after mandatory 
retirement age is attained are not wages or 
payments in lieu of wages for purposes of the 
disability income exclusion. 

Q–4: Who is eligible to exclude disability pay-
ments? 

A–4: A taxpayer who receives disability 
payments in lieu of wages under a plan pro-
viding for the payment of such amounts may 
qualify for the exclusion provided all of the 
following requirements are met: 

(1) The taxpayer has not reached age 65 
(see Q–9) before the end of the taxable year; 

(2) The taxpayer has not reached manda-
tory retirement age (see Q–8) before the be-
ginning of the taxable year; 

(3) The taxpayer retired on disability (see 
Q–10) (or if retired prior to January 1, 1977 
and did not retire on disability, would have 
been eligible to retire on disability at the 
time of such retirement); 

(4) The taxpayer was permanently and to-
tally disabled (see Q–11) when the taxpayer 
retired (or if the taxpayer retired before Jan-
uary 1, 1977, was permanently and totally 
disabled on January 1, 1976, or January 1, 
1977); and 

(5) The taxpayer has not made an irrev-
ocable election not to claim the disability 
income exclusion (see Q–17 through Q–19). 

Q–5: What limitations are placed on the 
amounts excludable? 

A–5: The amount of disability income that 
is excludable: 

(a) Cannot exceed the amount of the dis-
ability income payments received for any 
pay period; 

(b) Cannot exceed a maximum weekly rate 
of $100 per taxpayer. Thus, the maximum dis-
ability income exclusion allowable on a joint 
return (see Q–7) in the usual case where one 
spouse receives disability payments, gen-
erally, would be $5,200, and if both spouses 
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